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exports by one-eighth, with a 50 per cent, reduction in two of the
principal staples, raw cotton and silk. Industries generally were at a
low level, and in particular the cotton mills in the treaty ports were
reduced to dire straits, 1934 being described as the hardest year
which they had ever had to experience. Lastly, financial stability was
severely shaken by the export of a quantity of silver estimated to
amount to nearly $400,000,000 (Chinese) and to represent as much
as one-sixth of the total in circulation. This loss of the basis of
China's currency, which was disastrous both on account of its defla-
tionary effect and of the uncertainty and destruction of confidence
which it provoked, was due in the first instance to the raising of silver
values by American Government purchases1 which caused the price
of silver in London (the principal silver market) to rise to as much as
3| pence above the price in Shanghai,2 and thus created an irresistible
inducement for the drain of silver out of China. It also reflected the
heavy adverse balance in China's trading transactions,3 which, though
less by $238,000,000 than in the previous year, was still far too great
to be rectified by the normal ingredients of Chinese' invisible exports \
One aspect of the silver question which may conveniently be
mentioned at this point, though falling properly within the category
of external relations, was the repercussion of the "United States
Government's silver policy upon Sino-American relations. Inquiries
as to Washington's future intentions in regard to the regulation of
silver prices, and representations concerning the menace to China's
interests, were made by Nanking as soon as the seriousness of the
position created by the American Silver Purchase Act4 began to
declare itself in the month of August 1934. Later, on the 23rd
September, assurances were specifically asked for against further
action calculated to increase the drain of silver from China. The
response of the United States Government to this appeal emphasized
the obligation under which the Administration lay to achieve the
objects of the Act, though a promise was added that the Treasury
would do what was possible to consider Chinese interests in conduct-
ing its operations. The smallness of the comfort derived in Nanking
from this answer was indicated by the fact that four days later the

imposition of an import duty designed to raise internal prices. In the case of
wheat imports, which decreased by 60 per cent., it has to be remembered that
1933 was an abnormal year owing to the American wheat loan.

1  See Part I of the present volume, section (ii) (d), pp. 17-20, above.

2  At the beginning of the year the difference had been no more than 0*18 of
a penny. See the Bank of China Keport for the year 1934.

a The figures of the adverse balance were as follows: 1932, $867,000,000;
1933, $733,000,000; 1934, $495,000,000. Exports of gold from China had been
heavy for some years past.                                     4 See pp. 17-19, above.